This chapter places the main thesis of this book in the context of two of the main development trends of the end of the twentieth century: the liberalization of economies that in the South is often expressed as structural adjustment and reforms imposed by World Bank and IMF, and the phenomenon of globalization, the increasing interconnectedness of economic, political and social-cultural processes. These interrelated processes have contributed to gains in economic welfare, but have also been associated with rapidly rising inequalities, between but also within countries.
The chapter then reviews the debate on the 'demise of the state', the impact that this would have on social exclusion, in both North and South, including the concern for increasingly dual structures of social services, and the role of fiscal crises in opening up. Its core argument is that the process of opening up is generally not -and should not be -accompanied by less state intervention. Countries with more integrated markets do not spend less, and often spend more on social sectors, and during periods of adjustment social sector spending is not necessarily reduced. Open economies tend to have more pro-active social policies, to mitigate risks, prepare populations for more competitive markets and improve quality of regulation.
Global inequality trends: 'divergence, big time'
Few topics in the development studies literature have been more controversial than the question of whether globalization has increased inequality, whether it has reduced or increased poverty, and for what reasons. On the one hand, a large contingent of analysts and activists stress the negative impacts of globalization. For example, Munck (2005) emphasizes how globalization deepens inequities and social exclusion, and Joseph Stiglitz (2002) stresses that 'globalization today is not working … for many of the world's poor'. On the other hand, many economists have pointed to the positive benefits, and how the successful economies have been the ones that have integrated themselves into world markets. Sachs (2005), for example, while acknowledging the importance of the antiglobalization protests, argues that it would be wrong to blame globalization for many problems of poverty in the South.
1 In an Issues Brief, the IMF (2000) stresses that outward-oriented policies brought prosperity to East Asia, while inward-oriented policies in Latin America and Africa led to economic stagnation, inflation and increased poverty.
Clearly, there is no simple answer to questions about the impact of globalization. With respect to measurement issues, Kanbur (2001) , for example, has argued that the debate is often split between different camps that make little effort to understand each other, and Basu (2001) notes the 'curious feature about the debate on globalization … that those who favor it see no negative fallout from globalization and those who oppose it see no silver lining'. Ravallion has shown very convincingly that even within the fairly narrow domain of money-metric poverty analysis results depend on the indicators and units of analysis chosen.
2 When measurement of trends in poverty and inequality causes such big differences, it should come as no surprise that there are large differences in the
